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SECTI ON 4
FI SCAL ADM NI STRATI ON
4-1. Ceneral.

The Areal/resident engi neer assures proper utilization of
Governnment funds, controls project funds to avoid an
overobligated status, keeps accurate records of cost, and assures
that costs are reported in accordance with established
procedures. Cost reporting at the resident office includes

enpl oyee tine, requisitions, materials and services, travel,
Gover nnent vehicl es, and contractor earnings.

4-2. Job Cost Control

a. Realistic and up-to-date current working estimtes (CWE)
are the keystone of the USACE system for adm nistrative control
of funds and for the prevention of violation of statutes
governing limtation of obligations and/or costs. OCWE' s show the
control and contingency anopunts, the Governnment cost conponents
(engi neering and desi gn (E&and; D), supervision and adm ni stration
(S&A), etc.), and any other appropriate itens such as Governnent -
furni shed materials. The amobunts shown are the official district
estimates of the ultimte cost of the construction. A violation
occurs when contractual obligations involving funds are in excess
of statutory or progranmm ng authorizations.

b. In order to control and account for all costs for which
the resident engineer is responsible, a running account of al
j ob costs are maintai ned. The nost effective neans for
adm ni strative control of funds is a conbination of (1) the
district's local control procedures, (2) finance and accounting
line itemcost and obligation reports, and (3) up-to-the m nute
facts known by the resident office staff. These procedures
provide line itemcontrol records which contain all details
essential to control of costs at various |levels such as field
supervi sion and i nspection.

c. The resident engineer advises the district (construction
di vi sion) of any contenpl ated action which will result in changes
to CNE's are recorded on project control records, such as
antici pated changes in contract price, field office supervision
and i nspection costs, or possible clains.
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d. Gvil Wrks Projects Contingency Managenent

(1) Each project has an associ ated contingency that will be
utilized during the managenent of the project. The project cost
estimate is conposed of all Federal and non-Federal costs to
conplete the project, including contingencies associated with
vari ous features/subfeatures. The prudent and judi ci al
managenent of contingencies to acconodate uncertainties in the
project is a shared responsibility of District and Division
managenent. The limts of authority and mechani smfor
utilization of contingencies is described in ER 5-2-1. The goal
is to have sufficient contingencies remaining after award to
enter into and conpl ete necessary construction contracts. As
changes occur in the project devel opnent that inpact cost,
such as studies, investigations, in-house or A/E design costs, or
estimated construction costs, the project cost estimate will be
adj usted accordingly. Any revised costs in a feature/subfeature
of the code of accounts wll result in an equal and opposite
change to the contingency. The net result to the project cost
estimate wll be zero as long as sufficient contingencies exist.

(2) At construction contract award, a m ni num conti ngency
al l ownance of 5 percent of the estinmated construction cost of each
construction contract nust be available for potenti al
construction changes. In the event there is a requirenent to
exceed the current project cost estimate, a new project
cost estimate with contingencies (i.e., restored contingencies
sufficient to conplete the project) nust be devel oped, and
approval of the Director of Cvil Wrks (DCW nust be obtai ned.
(I'ncluding those actions where the contractor has indicated an
intent to claimand those actions where, based on known
ansidﬁrations, there is a reasonabl e expectation of a contractor
claim

e. The district keeps the resident engineer informed of al
costs and estimtes pertinent to each line itemunder the
resident office jurisdiction. |f necessary, the resident
engi neer may nmai ntain i nformal suppl enental accounts covering
expenses chargeable to field supervision and inspection.

4-3. Contract Costs.

Contract costs are calculated nonthly in a contract paynent
estimate based on the percentage of work acconpli shed. _
(Addlth?a| di scussion on this subject is contained in sections
7-7, 7-8).
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Contract cost accruals represent the estimted cost fromthe | ast
ENG Form 93, Paynent Estimate submtted, to the end of the
current period. In addition, the resident engi neer should inform
the district of overruns or underruns in the quantity of unit
price items in the contract. It is inportant that the district
office be infornmed pronptly when a varitation in quantity i s known
if it will appreciably effect the cost of the contract. If the
guantity variation exceeds the 15% threshold as provided for by
FAR 29. 972, then an equitable adjustnent in the contract price
may be demanded by either the Governnent or the contractor. The
resi dent engi neer assures that regulatory or statutory
[imtations on construction contracts are not exceeded. The

nmont hl'y construction placenent nust be reviewed and rel at ed

to the projected S&A expenses for the resident office, in order
to manage the projected workload and staffing | evels.

4-4. Auditor Visits.

a. The district internal review staff will performinterna
reviews of resident office operations. The auditor wll discuss
the findings and furnish a copy of the final audit report to the
resi dent engi neer.

b. The division contract audit staff will performaudits of
cost or pricing data proposals for negotiated contracts and
nmodi fications when an audit is required or requested. The
Def ense Contract Audit Agency is responsible for auditing
mlitary contracts.

c. Visits to the project site may al so be made by auditors
fromthe Arny Audit Agency (USAAA), the General Accounting Ofice
(GAO), DODIG DAIG and the EIG  Normal procedures are that
these visits be coordinated through the district and division
prior to arrival at the project site.

4-5. Supervision and Administration Costs.

a. General. The supervision and adm ni stration policy of
the Corps follows the | ong-standing policy of DOD that all costs
associated with a project at district |level and bel ow are
considered as an investnent in the project. Al costs above
district level are considered as an expense and shoul d be paid
out of operating funds. A new regulation prescribing the
policies and procedures to be used in accounting and nonitoring
of suBervision and adm nistration (S&A) rates for construction
will be published in the near future. It also prescribes the
al l omabl e costs and financial controls related to the S&A rate
and flat rate accounts.
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b. Methods of charging for work. Construction supervision
and adm nistration is charged in one of tw ways, either at
actual cost or at a flat rate. The flat rate nay be either the
UniformFlat Rate or "OQther" Flat Rate. Currently there are four
UniformFlat Rates (the M LCON Fl at Rates-6.0% CONUS and 6. 5%
OCONUS; and the RPMVA Fl at Rates-- 8.0% CONUS and 8. 5% OCONUS)
RPMA (Real Property Maintenance Account) refers to Installation
Support work paid for by a DEH, BCE or tenant custoner. It
i ncl udes funds provided by OvA, OVAF, OVAR and funds provided by
installation tenants and activities, which do not conme under
Ml con or the other categories subject to Mlcon flat rate
char ges.

METHODS OF CHARG NG FOR WORK

A. Flat Rate
1. UniformFlat Rate

CONUS OCONUS
M LCON 6. 0% 6. 5%
RPIVA 8. 0% 8. 5%

2. Oher Flat Rate
B. At Actual Cost

c. Costs Applicable to S&A. S&A includes the cost of
perform ng suEervision and inspection (S& ) plus the applicable
district overhead (OH). Mst of the S&A costs are for salaries
and wages, including governnment benefits, and the renainder is
for m scel |l aneous associ ated costs such as travel, Title |1
trailers, vehicles, non-construction supplies, materials and
transportati on, communi cation services, rents and utilities,
services, training and other distributive costs. Appendix I,
Chapter 6, of ER 37-345-10 identifies the allowable mlitary
charges to S&A. Simlar S&A charges for civil works are
al |l owabl e as per ER 37-2-10.

d. Capital assets are defined as assets having an
acqui sition cost of $5,000 or nore, and a useful life of two
years or nore. The flat rate S&A accounts will not, under any
ci rcunst ances, be used for their acquisition. For acquisition of
capital assets in support of Area Ofice operations, excluding
Etructgres to house offices, Oher Procurenment Arny funds shal
e used.
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e. S&A Uniform Rate Procedures. The current procedure of
fundi ng S&A cost requirenents for construction projects is to
apply a fixed S&A flat rate ﬁercentage based on the Direct
Construction Cost (DCC) of the project This S&A i ncone,
together with the actual district/op eratln? division's S&A
expenses, are consolidated by the district/division in the
appropriate S&A account. At the end of each nonth, the |oss or
galn 1n each of the accounts, i.e., the difference between the
actual expenses incurred and the incone (charges applied at the
uniformrate), is transferred to (or from the consolidated Corps
S&A account, currently maintained in Omha, Nebraska. In this
way, the total Corps S&A costs are distributed to all projects
regardl ess of the I ndividual project cost. Managenent of the
flat rate account is centralized at HQUSACE, (CEMP-CM .

f. Establishnment of S&A ceilings. Annually, during the
fourth quarter of the Fiscal Year (FY), HQUSACE requests
divisions to submt placenent and expense information for the
next FY. Divisions in turn obtain this information from each of
their districts. HQUSACE will evaluate the rates proposed by
each division. Factors to be considered include budget
constraints, current placenent and expense cost, accuracy of
previ ous estimtes of placenent and expense, size and conplexity
of program manpower resources allocated, OCONUS costs, and ot her
rel evant itenms. HQUSACE issues ceilings to the D visions by the
begi nning of the new fiscal year which is generally based on a
percentage of the projected placenent. Divisions, in turn, wll
assign ceilings to their districts and require a nonthly schedul e
of placenent and expense, showi ng how each district plans to stay
within its assigned ceiling. The Chief of Construction wll
assign appropriate S & | ceilings to each Area office and the AE
and/or RE is responsible to nanage within these ceilings.

. Authority to Deviate From Prescri bed Rates. Uniformfl at
rates are established at HQUSACE. FOA Commanders are not
aut hori zed to negotiate separate rates. It is not acceptable to
use a lower S&A rate in order to maintain a current working
estimate (CWE) within the programed anobunt. As a rare except-
ion, mnor deviations may be requested near the end of a project,
to preclude m nor reprogramm ng requests to Congress. Exceptions
or deviations nust be approved by HQUSACE (ATTN. CEWMP-CM .



